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Mr. Sarra of North Carolina, from the Committee on the District of 
Columbia, submitted the following 


REPORT 


[To accompany 8. 2384] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2384) to amend the District of Columbia Credit Unions 
Act, after full consideration, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 3, line 6, insert the following sentence before the quotation 

mark, 
In addition to such regular reserve, special reserves to protect the interests of 
members shall be established when required (a) by regulation, or (b) in any 
special case, when found by the Comptroller of the Currency to be necessary for 
that purpose, 

The purpose of this bill primarily is to bring the District of Colum- 
bia Credit Act in line with the Federal Credit Unions Act. 

The first section of the bill makes two changes of a minor nature in 
section 7 of the act approved June 23, 1932 (47 Stat. 326; title 26, 
ch. 5, D. C. Code, 1940), in one case to make existing law conform to 
what apparently was proposed to the Congress at the time it con- 
sidered what ultimately was to be enacted as the District of Columbia 
Credit Unions Act; in the other, to correct an obvious error in the law. 

The second section of the bill amends existing law in two respects— 
it eliminates the present limitation of 200 shares in the account of 
any one member, and permits a credit union member to own shares 
jointly with any person designated by him, such joint owner, however, 
to have no vote, nor may he obtain loans or hold office, unless he 
himself is ‘‘within the field of membership and is a qualified member.” 

The third section of the bill changes existing law so that after a 
reserve fund equal to 10 percent of the members’ shareholdings has 
been established from the setting aside of 20 percent of the net earnings 
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of each year, no further transfer of net earnings to such fund will be 
required. The proposed amendment also would change existing law 
so as no longer to require such reserve fund to be “kept liquid and 
intact,” thus having the effect of permitting a District-chartered credit 
union to use such reserve fund for loans and other investments pre- 
scribed by the Credit Unions Act—a purpose also permitted, it is 
understood, under the Federal Credit Union Act. Another effect 
of the proposed amendment of section 12 of existing law, it is under- 
stood, would be to permit the distribution of larger dividends to credit- 
union members. 


The bill has the approval of the Board of Commissioners, the 
District of Columbia Credit Union League, Inc., and the National 
Association of Credit Unions, and was favorably reported by a 
unanimous vote of the Senate Committee on the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed: in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


AT Strat. 326 


Sec. 7. A credit union shall have succession in its corporate name during its 
existence and shall have power—- 

First. To make contracts. 

Second. To sue and be sued in its corporate name. 

Third. To adopt and use a cotnmon seal and alter the same at pleasure. 

Fourth. To purchase, hold, and dispose of property necessary to enable the 
corporation to carry on its operations. 

Fifth. To make leans to its members for provident purposes upon such terms 
and conditions as the by-laws provide and as the credit committee may approve 
at rates of interest. not exceeding 1 per centum per month on unpaid balanees, 
inclusive of all charges incident to the making of the loan: Provided, That no loan 
to a director, officer, or member of a committee shall exceed the amount of his 
holdings in the [company] credit union in shares nor shall any such director, 
officer, or member indorse for borrowers. A borrower may prior to maturity 
repay his loan in whole or in part on any business day. 

Sixth. To receive of its members payment on shares. 

Seventh. To invest in the paid-up shares of building and loan associations and 
of other credit unions to an extent not to exceed 25 per centum of its capital, and 
in any investment legal for savings banks or for trust funds in the District of 
Columbia. 

Kighth. To make deposits in banks and trust companies in the District of 
Columbia under the supervision of the Comptroller of the Currency. 

Ninth. To borrow in an aggregate outstanding amount not exceeding 40 per 
centum of its paid-in and unimpaired capital. 

Tenth. To fine members for failure to meet promptly their obligations to 
such corporation. 

Eleventh. To impress a lien upon the shares and dividends of any member to 
the extent of any loan made to him and any dues or fines [payable to] payable by 
him. 

Sec. 9. Credit union membership shall consist of the incorporators and such 
other persons or organizations as may be elected to membership and subscribe 
to at least one share [but not more than 200 shares by any one individual], pay 
the initial installment thereon, and the entrance fee, if any; except that credit 
union membership shall be limited to groups the members of which are actual 
residents of or do business or are employed within the District of Columbia, 
and either have a common bond of oceupation, of association or reside within a 
well-defined neighborhood or community. Shares may be issued in joint tenancy 
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with right of survivorship with any _—— designated by the credit union member, 
but no joint tenant shall be permitted to vote, obtain loans, or hold office, unless he is 
within the field of membership and is a qualified member. 

Sec. 12. All entrance fees and fines provided by the by-laws [and, before the 
declaration of any dividend therefrom, 20 per centum of the net earnings of each 
year, ] and 20 per centum of the net earnings of each year before the declaration of any 
dividends, shall be set aside as a reserve fund against bad loans or other losses, which 
fund {Shall be kept liquid and intact and not distributed except in case of liquida- 
tion] shall not be distributed except in case of liquidation; Provided, however, That 
when the reserve fund thus established shall equal 10 per centum of the total amount of 
members’ shareholdings, no further transfer of net earnings to such reserve fund shall 
be required except that such amounts not in excess of 20 per centum of the net earnings 
as may be needed to maintain this 10 per centum ratio shall be transferred. In addi- 
tion to such regular reserve, special reserves to protect the interests of members shall be 
established when required (a) by regulation, or (b) in any special case, when found 
by the Comptroller of the Currency to be necessary for that purpose. 
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